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INDEPENDENT AUDITOR'S REPORT

November 9, 2007

To the Board of Education
Arenac Eastern School District
Twining, Michigan

We have audited the accompanying financial statements of the governmental
activities of Arenac Eastern School District, as of and for the year ended June 30,
2007, which comprise the School District’s basic financial statements as listed in
fhe table of contents. These financial statements are the responsibility of Arenac
Eastern School District’'s management. Our responsibiiity is to express an
opinion on these financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally
accepted in the United States of America and the standards appiicable to
financial audits contained in Government Audifing Standards, issued by the
Comptrolier General of the United States. Those standards require that we plan
and perform the audit to obtain reasonable assurance about whether the financial
statements are free of material misstatement. An audit includes examining, on a
test basis, evidence supporting the amounts and disclosures in the financial
statements. An audit also includes assessing the accounting principles used and
significant estimates made by management, as well as evaluating the overall
financial statement presentation. We believe that our audit provides a
reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, -in all
material respects, the respective financial position of the governmental activities
of the Arenac Eastern School District as of June 30, 2007, and the respective
changes in financial position for the year then ended in conformity with
accounting principles generally accepted in the United States of America.

4855 State Street | P.O. Box 6457 | Saginaw, Michigan 48608 1 989.790.3900 | Fax: 989.790.3155
520 West Genesee Street | I'rankenmuth, Michigan 48734 | 989.652.6220 | Fax: 989.652.2245




To the Board of Education
Arenac Eastern School District
Page Two

In accordance with Government Auditing Standards, we have also issued our
report dated November 9, 2007, on our consideration of Arenac Eastern School
District’s internal control over financial reporting and our tests of its compliance
with certain provisions of laws, regulations, contracts, and grant agreements and
other matters. The purpose of that report is to describe the scope of our testing
of internal control over financial reporting and compliance and the results of that
testing and not to provide an opinion on the internal control over financial
reporting or on compliance. That report is an integral part of an audit performed
in accordance with Government Auditing Standards and should be read in
conjunction with this report in considering the results of our audit.

The management's discussion and analysis and budgetary comparison
information are not a required part of the basic financial statements but are
supplementary information required by accounting principles generally accepted
in the United States of America. We have applied certain limited procedures,
which consisted principally of inquiries of management regarding the methods of
measurement and presentation of the supplementary information. However, we
did not audit the information and express no opinion on it.

opmen, %MWM, Lo 3T, gs

Certified Public Accountants



ARENAC EASTERN SCHOOL DISTRICT
MANAGEMENT'’S DISCUSSION AND ANALYSIS (UNAUDITED)

This section of the annual financial report presents management’'s discussion
and analysis of Arenac Eastern School District's performance during the fiscal
year ending June 30, 2007. Piease read this along with the financial statements
that follow for a comprehensive understanding of the financial position of the
School District.

Annual Report

The annual report consists of our Management’s Discussion and Analysis, a
series of financial statements, notes to those statements, and supplemental
information. The financial statements are divided into two sections. The District-
Wide Financial Statements (Government-Wide Financial Statements) provide
information about the activities of the School District as a whole. They present a
year-end aggregate view and a longer-term view of the District's finances. All
funds and capital assets are combined. The Fund Financial Statements
(Governmental Fund Statements) provide more detail showing the year's activity
by fund. They also show the amount available to finance future programs. Fund
Statements do not include long-term items such as capital assets or long-term
debt.

District-Wide Financial Statements

The District-Wide Financial Statements appear first in the financial statements.
They present information on the School District as a whole. They show net
assets and a statement of activities for the year. These statements include all
assets and liabilities using the accrual basis of accounting, similar to the
accounting used by most private sector companies. All of the current year's
revenues and expenses are taken into account regardless of when cash is
received or paid.

Net assets, the difference between assets and liabilities, are one way of
measuring the financial health of the School District. In the statement of
activities, the revenues iess the expenses result in an increase or decrease in the
net assets. Increases or decreases in net assets, over time, affect the financial
health of the District. However, the goal of the School District is to provide
quality education and a safe environment, not to make a profit.

The statement of activities covers all of the School District's services, including
instruction, supporting services, community services, athletics, and food services.
Property taxes, unrestricted State Aid, and State and Federal grants finance
most of these activities.




ARENAC EASTERN SCHOOL DISTRICT
MANAGEMENT'S DISCUSSION AND ANALYSIS (UNAUDITED)

Fund Financial Statements

The Fund Financial Statements provide detailed information on a fund level
instead of the School Disirict as a whole. Some funds are required to be
established by State law and by bond covenants. Many of the other funds are
created to help control and manage money for a pariicular purpose or to meet
legal responsibilities for certain taxes, grants, and other money. The
governmental funds of the School District focus on showing how money flows
into and out of funds and the balances left at year-end. They provide a detailed,
short-term view of the operations and services of the School District. This helps
determine whether more or fewer financial resources are available for future
programs. An accounting method called modified accrual accounting is used in
fund accounting. This method measures cash and all other financial assets that
can readily be converted to cash.

The relationship between governmental activities (District-Wide Financial
Statements) and governmental fund activities (Fund Financial Statements) will-be
reconciled later in the annual report.

Agency and Trust Accounts

The School District acts as an agent for various student activity funds. These net
assets are reported in separate statements. We exclude these net assets from
the School District's other financial statement because we cannot use these
assets to finance our operations. The School District is responsible for ensuring
that the assets reported in these funds are used for their intended purpose.



ARENAC EASTERN SCHOOL DISTRICT
MANAGEMENT’S DISCUSSION AND ANALYSIS (UNAUDITED)

Summary of District-Wide Financial Statement-Analysis of Overall Financial
Position and Results of Operations

Table 1 provides a summary of our net assets as of June 30, 2007 and 2006
They represent the School District as a whole.

Tabie 1
Assets 2007 20086
Current and other assets $ 1,155,241 $ 978,521
Capital assets - :
Net of accumulated depreciation 3,155,762 3,341,508
Total assets 4,311,003 4,320,029
Liabilities
Current liabilities 626,807 502,086
Long-term liabilities 2,419,465 2,646,579
Total liabilities 3,046,272 3,148,665
Net assets
Invested in capital assets -
net of related debt 707,416 713,162
Restricted for debt service 55,933 71,266
Restricted for capital projects 21,336 40,307
Unrestricted & undesignated 480,046 346,629
Total Net Assets $ 1,264,731 $ 1,171,364

The School District's net assets were $1,264,731 as of June 30, 2007. Capital
assets, net of related debt, totaled $707,416. This represents the original cost,
less depreciation of the School District's capital assets, less iong-term debt,
related fo capital assets. Restricted net assets of $77,269 are reported
separately to show legal constraints from debt covenants and enabling legislation
that limit the School District's ability to use those net assets for day-to-day
operations. The remaining amount of net assets was unrestricted. The $480,046
in unrestricied net assets of government activities represents the accumulated
results of all past years' operations. The unrestricted net asset balance is used
for working capital and cash flow needs as well as to provide for future
uncertainties. The operating results of the General Fund will have a significant
impact on the change in unrestricted net assets from year to year.

The results of this year's operation for the School District as a whole are reported
in the Statement of Activities, which shows the changes in net assets for fiscal
year 2007.




ARENAC EASTERN SCHOOL DISTRICT
MANAGEMENT'S DISCUSSION AND ANALYSIS (UNAUDITED)

Summary of District-Wide Financial Statement-Analysis of Overall Financial

Position and Results of Operations {continued}

Revenue

Program revenue
Charges for services
Grants and contributions
General revenue
Property taxes
State foundation allowance
Other

Function/Program expenses
[nstruction
Support services
Food services
Athletics
interest & misc. expense on long-term debt
Depreciation (unallocated)

Increase (decrease) in Net Assets

Total revenue

Total expenses

2007 - 2006
69,483 $ 66,871
566,217 642,391
513,247 485,739
2,280,909 2,330,619
63,278 63,044
3,493,134 3,588,664
1,929,200 2,223 812
952,290 1,091,091
169,920 144,734
52,046 55,591
91,409 93,226
204,902 171,627
3,309,767 3,780,081
93,367 $ (191,417)

As reported in the Statement of Activities, the cost of all of our governmental
activities this year was $3,399,767. Certain activities were partiaily funded from
those who benefited from the programs $69,483 or by other governments and
organizations that subsidized cerfain programs with grants and categoricals,
$566,217. We paid for the remaining "public benefit" portion of our governmental
activities with $513,247 in taxes, $2,280,909 in State Foundation Allowance, and

with our other revenues, such as interest and general entitlements.

The School District experienced an increase in net assets of $93,367 as
compared fo a $191,417 decrease in the previous year.



ARENAC EASTERN SCHOOL DISTRICT
MANAGEMENT'S DISCUSSION AND ANALYSIS (UNAUDITED)

Summary of District-Wide Financial Statement-Analysis of Overall Financial
Position and Results of Operations (continued)

As discussed above, the net cost shows the financial burden that was placed on
the State and the Arenac Eastern School District's taxpayers by each of these
functions. Since property taxes for operations and unrestricted State aid
constifute the vast majority of School District operating revenue sources, the
Board of Education and Administration must annually evaluate the needs of the
School District and balance those needs with State-prescribed available
unrestricted resources. ‘

School District's Funds

As the School District completed this year, the General fund reported a fund
balance of $679,417, which is an increase of $104,373 from last year. Overall,
actual General Fund revenue and expenses were within 92% of budgeted
amounts.

The Special Revenue fund balance includes Athletic and Food Service. The
Athletic fund has remained relatively stable. The Food Service fund reported a
fund balance of $8,248, which is a decrease of $8,074 from last year. The
decrease in the fund balance was the result of declining enroliment, resulting in
fewer meals being served as well as additional start-up costs incurred by
contracted management company.

The Debt Service fund reported a fund balance of $55,933, which is a decrease
of $15,333 from last year. Millage rates are determined annually to ensure that
the School District accumulates sufficient funds to pay annual bond issue-related
debt service. The fund balance in the Debt Service Fund is reserved since it can
only be used fo pay debt service obligations.

The Capital Projects fund balance decreased by $18,971 to $21,336. The fund
balance in the Capital Projects Fund is reserved for future capital projects.

Budgetary Highlights

The Uniform Budget Act of the State of Michigan requires that the local Board of
Education approve the original budget for the upcoming fiscal year prior to June
30, the end of the current fiscal year. Over the course of the year, the District
revises its budget to reflect changes in revenues and expenditures. For fiscal
year 2006-07 the budget was amended March 2007 and June 2007. A
budgetary comparison schedule showing the school district's original budget and
final amended budget amounts compared with actual accounts for revenue and
expenditures is provided in required supplemental information of these financial
statements.



ARENAC EASTERN SCHOOL DISTRICT
MANAGEMENT'S DISCUSSION AND ANALYSIS (UNAUDITED)

Final Budget vs. Original Budget

The general fund original budget revenues were $98,329 less than the final
budget estimate of $3,240,816. Changes to the general fund original revenue
budget were the result of federal grant funds carried forward from schoo! year
2005-086.

The general fund original budget expenditures were $74,126 less than the final
budget estimate of $3,232,040. Changes to the general fund orlglna] budget were
the result of federal grant expenditures being added.

Actual vs. Final Budget

The general fund actual revenues were $192,162 less than the final revenue
budget estimate of $3,240,816. This variance is due to Section 31A (At Risk)
funds, Michigan School Readiness (Preschool) funds and Title | & Il funds carried
over to school year 2007-08.

The general fund actual expenditures were $287,759 less than the final
expenditure budget projection of $3,232,040. Section 31A (At Risk) funds,
Michigan School Readiness (Preschool} funds, and Title | & Il were not
expended.



ARENAC EASTERN SCHOOL DISTRICT
MANAGEMENT'S DISCUSSION AND ANALYSIS (UNAUDITED)

Capital Assets

As of June 30, 2007, the School District has $3,155,762 in capital assets
including land improvements, buildings, buses, vehicles, technology, furniture
and equipment, less depreciation.

No capital prOjects have been budgeted for the 2007-08 school year.

2007 2006
Land Improvements $ 103,400 $ 103,400
Buildings 4,646,531 4,627,375
Buses and other vehicles 305,196 305,196
Technology 404,039 404,039
Furniture and egquipment 678,495 678,495
Total Capital Assets 6,137,661 6,118,505
Less accumulated depreciation 2,981,899 2,776,997
Net Capital Assets $ 3,155,762  $ 3,341,508

Debt Activity

As of June 30, 2007, the School District had $2,448,346 in General Obligation
Bonds and Durant bonds outstanding versus $2,628,346 in the previous year.
Additional debt includes $40,244 in compensated absences for vacation and sick
pay leave and $167,375 in retirement incentives.

2007 2006
Governmental Activities
Bonds $ 2,448,346 $ 2,628,346
Accrued compensated absences 40,244 32,862
Retirement incentives 167,375 211,875
Totals $ 2,655,965 $ 2,873,083




ARENAC EASTERN SCHOOL DISTRICT
MANAGEMENT'S DISCUSSION AND ANALYSIS (UNAUDITED)

Economic Conditions Affecting Next Year's Budget

The District's student enrollment has been deciining each year. A preliminary .
student count for 2007-08 indicates that the enrollment will decrease from the :
2006-07 level by approximately 27 students. This will have a direct impact onthe -
revenue the District will receive from the State. ‘

The contract for the Arenac Eastern Federation of Teachers remains unsettled
for the 2007-08 school year. While our budget adoption process will attempt to
project for the settlement of this contract, the effect of the settlement can only be
estimated.

Contacting the District’s Financial Management

This financial report is designed to provide our citizens, taxpayers, customers,
investors, and creditors with a general overview of the District’s finances and to
demonstrate the School District's accountability for the money it receives. If you
have questions about this report or need additional information, please contact:

Rocky Aldrich

Superintendent

Arenac Eastern School District
200 Smalley Street

Twining, MI 48766

0890 867-4234
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ARENAC EASTERN SCHOOL DISTRICT
DISTRICT WIDE STATEMENT OF NET ASSETS
JUNE 30, 2007

Assets
Cash
Inventories
Due from other governmental units
Other receivables
Prepaids
Capital assets less accumulated depreciation
Total Assets

Liabilities

Current liabilities
Accounts payable
Accruals
Deferred revenue
Bonds payable, due within one year
Retirement incentives, due within one year

Long-term liabilities
Bonds payable, due in more than one year
Retirement incentives, due in more than one year
Compensated absences, due in more than one year
Total Liabilities

Net Assets
Invested in capital assets net of related debt
Restricted for debt service
Restricted for capital projects
Unrestricted & undesignated
Total Net Assets

Gover_nmenta!
Activities

$

595,443
1,576
502,045
227
55,950
3,155,762

4,311,003

92,683
187,215
110,509
190,000

46,500

2,258,346
120,875
40,244

3,046,272

707,416
55,933
21,336

480,046

1,264,731

The accompanying notes are an integral part of these financial statements.
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ARENAC EASTERN SCHOOL DISTRICT
DISTRICT WIDE STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED JUNE 30, 2007

Governmental
Activities
Net (Expense)
Program Revenues Revenue and
Charges for Operating Grants Changes in Net
Functions/Programs Expenses Services and Contributions Assets
Instruction $ 1,820,200 - § - 436,722 % (1,492,478)
Support services 952,290 - 18,197 (934,093}
Food services 169,920 49,618 111,298 _ (9,004)
Athistics 52,046 19,885 - (32,181}
Interest & misc. expense
on long-term debt 91,409 - - (81,408)
Depreciation (unallocated) 204,802 - - (204,902)
Totals $ 3,309,767 % 68,483 § 566,217 (2,764,067)
General revenues:
Taxes:
Property taxes levied for general purposes 257,402
Property taxes levied for debt service 255 845
State aid - unrestricted 2,280,900
Interest 17,853
Other 45,425
Subtotal General Revenues 2,857 434 -
Change in Net Assets ’ 93,367
Net Assets - Beginning of Year 1,171,364
Net Assets - End of Year $ 1,264,731

The accompanying notes are an integral part of these financial statements.
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ARENAC EASTERN SCHOOL DISTRICT
GOVERNMENTAL FUNDS BALANCE SHEET
JUNE 30, 2007

Food Debt Capital
General Service Athletic Service Projecis Totals
Assets
Cash $ 495256 $ 16172 $ 5607 $ 55033 § 22475 § 595,443
inventory - 1,576 - - - 1,676
Due from other funds 14,585 - - - - 14,685
Accounts receivable - 227 - - - 227
Due from other governmental units 500,727 - 1,318 - - .- - 502,045
Prepaid expenditures 55,850 - - - - 55,950
Total Assets $ 1066518 § 19283 § 5607 § 55,033 § 22475 $ 1,169,826
Liabilittes and Fund Balance
Liabilities
Accounts payable $ 89377 $ 2,067 § - % - 8 1,138 % 92,583
Due to other funds - 8,978 5,607 - - 14,585
Deferred revenue 110,509 - - - - 110,509
Accrued expenditures 187,215 - - - - 187,215
Total Liabilities 387,101 11,045 5,607 - 1,139 404,892
Fund Balance
Reserved for debt retirement - - - 55,033 - 55,933
Reserved for inventories - 1,676 - - - 1,576
Undesignated 679,417 6,672 - - 21,336 707,425
Total Fund Balance 679,417 8,248 - 55,933 21,336 764,934

Total Liabilities and Fund Balance $ 1,066,518 $ 192083 §& 5,607 5 55,033 5 22 475 $ 1,169,826

The accompanying notes are an integral part of these financial statements.
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ARENAC EASTERN SCHOOL DISTRICT

RECONCILIATION OF BALANCE SHEET OF GOVERNMENTAL FUNDS TO
DISTRICT-WIDE STATEMENT OF NET ASSETS

JUNE 30, 2007

Total Fund Balances - Governmental Funds $ 764,934

Amounts reported for governmental activities in the statement
of net assets are different because:

Capital assets used in governmental activities are not financial

resources and are not reported in the funds.
The cost of the capital assets is : 6,137,661
Accumulated depreciation is (2,981,899)

Long-term liabilities are not due and payable in the current period
and are not reported in the funds:

Bonds payable (2,448,346)

Compensated absences (40,244)

Retirement incentives (167,375)
Total Net Assets - Governmental Activities (District Wide) $ 1,264,731

The accompanying notes are an integral part of these financial staiements.

13



ARENAC EASTERN SCHOOL DISTRICT

GOVERNMENTAL FUNDS STATEMENT OF REVENUES, EXPENDITURES
AND CHANGES IN FUND BALANCES

FOR THE YEAR ENDED JUNE 30, 2007

Food Debt Capital
General Service Athletic Service Projects Totals
Revenue '
tLocal $ 312,826 $50,548 $26,372 $256,077 § 1856 $ 646,008
State 2,545,289 8,700 - - - 2,553,989
Federal 141,102 102,598 - - - 243,700
Other 49,437 - - - - 49,437
Total Revenue 3,048,654 161,846 26,372 256,077 185 3,493,134
Expenditures
Instruction
Basic programs 1,610,163 - - - - 1,610,163
Added needs 356,154 - - - - 356,154
Support services '
Pupil 85,041 - - - - 85,041
Instructional staff 31,254 - - - - 31,254
General administration 175,534 - - - - 175,534
School administration 146,032 - - - - 146,032
Business 67,756 - - - - 67,756
Operation and maintenance 314,856 - - - - 314,856
Pupil transportation services 126,160 - - - - 126,160
Other 5,657 - - - - 5,657
Capital Qutlay - - - - 12,156 19,156
Debt Service - - - 271,410 - 271,410
Food services - 169,820 - - - 169,920
Athletic - - 52,046 - - 52,048
Total Expenditures 2,918,607 169,920 52,046 271,410 19,156 3,431,139
Excess (Deficiency) of Revenues
Over Expenditures 130,047 (8,074) (25,674) (15,333) (18,971) 61,995
Other Financing Sources (Uses)
Operating transfers in - - 25,674 - - 25,674
Operating transfers out (25,674) - - - - (25,674)
Total Other Financing
Sources (Uses) {25,674) - 25,674 - - -
Net Change in Fund Balances 104,373 (8,074) - (15,333) {18.971) 61,995
Fund Balances - Beginning of Year 575,044 16,322 - 71,266 40,307 702,939
Fund Balances - End of Year $679417 $ 8248 § - $ 55833 $ 21336 § 764,934

The accompanying notes are an integral part of these financial statements.
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ARENAC EASTERN SCHOOL DISTRICT

RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES
AND CHANGES IN FUND BALANCE OF GOVERNMENTAL FUNDS TO THE
DISTRICT-WIDE STATEMENT OF ACTIVITIES

FOR THE YEAR ENDED JUNE 30, 2007

Net Change in Fund Balances - Governmental Funds $ 61,995

Amounts reported for governmental activities in the statement
of activities are different because:

Governmental funds report capital outlay as expenditures;

in the statement of activities, these costs are capitalized

and depreciated over their estimated useful lives.
Depreciation expense (204,902)
Capital outlay 19,156

The issuance of tong-term debt (e.g. bonds) provides current financial

resources to governmental funds, while the repayment of the principal

of long-term debt consumes the current financial resources of

governmental funds. Neither transaction has any effect on net assets.
Repayment of bond principal 180,000
Retirement incentives 44,500

In the statement of activities, certain expenses (retirement
incentives, compensated absences) are measured by the
amounts earned during the year. The governmental funds
measure the financial resources used {paid). This year,
ihe amount of these items paid exceeded the amounts earned.
Compensated absences (7,382)
Change in Net Assets of Governmental Activities (District Wide) $ 93,367

The accompanying notes are an integral part of these financial statements.
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ARENAC EASTERN SCHOOL DISTRICT
STATEMENT OF FIDUCIARY NET ASSETS
JUNE 30, 2007

Agency Funds

Assetls

Cash, student organizations $ 59,625
Total Assets $ 59,625

Liabilities

Due to student organizations $ 59,625
Total Liabilities $ 59,625

The accompanying notes are an integral part of these financial statements.
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ARENAC EASTERN SCHOOL DISTRICT
NOTES TO THE FINANCIAL STATEMENTS

NOTE 1--Summary of Significant Accounting Policies

The Arenac Eastern School District (the “School District”) operates under an
elected Board of Education and provides educational services to approximaiely
370 students.

A. Reporting Eniity

The accompanying financial statements have been prepared in accordance with
criteria established by the GASB for determining the various governmental
organizations to be included in the reporiing entity. These criteria include
significant operationa! and financial relationships that determine which of the
govermnmental organizations are a part of the School District's reporting entity,
and which organizations are legally separate component units of the School
District. Based on the application of the criteria, the School District does not
contain any component units.

B. District-Wide Statemenis

The District-Wide financial statements (i.e., the Statement of Net Assets and the
Statement of Changes in Net Assets) report information on all of the activities of
the primary government. The purpose of these statements is to distinguish
between activities that are governmental and those that are considered business-
type activities. Governmental activities, which normally are supported by {axes
and intergovernmental revenues, are reported separately from business-type
activities, which rely to a significant extent on fees and charges for support. All
the District's government wide activities are considered to be governmental
activities.

The statement of activilies demonstrates the degree to which the direct expenses
of a given function or segment are offset by program revenues. Direct expenses
are those that are clearly identifiable with a specific function. Program revenue
includes (1) charges to students or applicants who purchase, use, or directly
benefit from goods, services, or privileges provided by a given function, and (2)
grants and contributions that are restricted to meeting the operational or capital
requirements of a particular function. Taxes, intergovernmental payments, and
other items not included as program revenues are reported instead as general
revenue. ‘

The Districi-Wide statements are reporied using the economic resources
measurement focus and the accrual basis of accounting. The District-Wide
approach is focused more on the sustainability of the School District as an entity
and the change in the District's net assets from the current year's activities.

17



ARENAC EASTERN SCHOOL DISTRICT
NOTES TO THE FINANCIAL STATEMENTS

NOTE 1--Summary of Siqnifiéant Accounting Policies (continued)

C. Fund Financial Statements

The accounts of the School District are organized on a fund basis. A fund is
defined as a fiscal and accounting entity with a self-balancing set of accounts,
which are segregated for the purpose of carrying on specific activities or attaining
certain objectives in accordance with special regulations, restrictions or
limitations.

The following fund types are used by the School District:

Governmental Funds

The governmental fund statements are prepared using the current resources
measurement focus and the modified accrual basis of accounting. The fund
approach is focused on the currently available resources and changes in the
currently available resources of the District.

General Fund is the general operating fund of the School District. 1t is
used to account for all financial resources except those that are required
to be accounted for in another fund.

Special Revenue Funds are used to account for the proceeds of specific
revenue sources that are legally restricted to expenditures for specified
purposes. The Food Service and Athletic funds are special revenue
funds.

Debt Service Funds are used to account for the accumulation of funds for
the periodic payment of principal and interest on general long-term debt.

Capital Project Funds are used to account for financial resources to be
used for the acquisition or construction of major capital facilities. :

Fiduciary Funds

Fiduciary funds are used to report assets held in a frustee or agency
capacity for others and therefore are not available to support School
District programs.

The School District has opted to display information for all funds without regard to
the criteria for determination of major funds. The School District’s fiduciary funds -
are presented in the fiduciary fund financial statements. Since by definition these
assets are being held for the benefit of a third party and cannot be used for
activities or obligations of the government, these funds are not incorporated in
the District-Wide statements.

18



ARENAC EASTERN SCHOOL DISTRICT
NOTES TO THE FINANCIAL STATEMENTS

NOTE 1--Summary of Significant Accounting Policies (continued)

D. Basis of Accounting

Basis of accounting refers to the point at which revenues or
expenditures/expenses are recognized in the accounts and reported in the
financial statements. Accounting basis relates to the timing of the measurements
made regardless of the measurement focus applied.

Full Accrual

The full accrual basis of accounting requires recognition of revenues when
earned and expenses when a liability is incurred, regardless of the timing of
related cash flows. Property taxes are recognized as revenue in the year for
which they are levied. Grants, categorical aid, and similar items are recognized
as revenue as soon as all eligibility requirements imposed by the provider have
been met.

Modified Accrual

The modified accrual basis recognizes revenues when they are measurable and
available. Revenue is considered to be available if it is collected within the
current period or soon enough thereafter to pay liabilities of the current period.
For this purpose, the government considers revenues o be available if they are
collected within 60 days of the end of the fiscal year. Expenditures are still
recognized when incurred, as under accrual accounting. However, debt service
expenditures, as well as expenditures related to compensated absences and
severance pay, are recorded only when payment is due.

E. Financial Statement Amounts

Cash

Cash includes cash on hand and demand deposits.

Receivables

Receivables consist of all revenues earned at year-end but not yet received. In
1g:;Ljenndesr’:':;llI, outstanding balances between funds are reported as “due to/from other

Inventories

Inventories consist of expendabie supplies held for the District's use and are
carried at cost using the first-in, first-out method.
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ARENAC EASTERN SCHOOL DISTRICT
NOTES TO THE FINANCIAL STATEMENTS

NOTE 1--Summary of Significant Accounting Policies {continued)

E. Financial Statement Amounts {continued)

Prepaid

Prepaid amountis consist of payments for which the District will have a future
benefit and will be used up at a date beyond the current year-end.

Capital Assets and Depreciation

Capital assets purchased or acquired are reported at historical cost or estimated
historical cost. Contributed assets are reported at fair value as of the date
received. Additions, improvemenis and other capital outlays that significanily
extend the useful life of an asset are capitalized. Other costs incurred for repairs
and maintenance are expensed as incurred. The School District does not
possess infrastructure type assets. Depreciation on all assets is provided on the
straight-line method over the following estimated useful lives:

Buildings 50 years
Land improvements 20 years
Buses and other vehicles 8 years
Technology 5 years

Furniture and equipment  10-20 years

Accounts Payable

Accounis payable consist of items from which the District benefited during the
current fiscal year but has not yet paid.

Accrued Expenditures

Accrued liabilities consist.of amounts due on employee’s contracts that are due
and payable for the current fiscal year and items related to salaries payable,
specifically the District's portion of FICA and Medicare taxes and retirement
contributions.

Deferred Revenue

Deferred revenue represents amounts for which the District has received or is
due to receive but has not yet earned. Deferred revenue is usually caused by
the receipt of certain categorical funds that are not expended by the close of the
fiscal year. The revenues are deferred until the proceeds have been fully
expensed/expended.
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ARENAC EASTERN SCHOOL DISTRICT
NOTES TO THE FINANCIAL STATEMENTS

NOTE 1--Summary of Significant Accounting Policies (continued)

E. Financial Statement Amounts {confinued)

Long-Term Liabilities

Bonds payable are the result of long-term obligations issued for the purpose of
making capital purchases and improvements or the refinancing of previously
issued obligations. Compensated absences represent accumulated unpaid
vacation and sick leave as earned by employees. The accumulated benefit is
payable to the employee upon termination of employment. The District has
concluded that estimating a current portion of compensated absences would be
impaossible; therefore, no portion is recorded as such. Retirement incentives are
amounts due to former employees as negotiated at retirement.

Inier-fund Activity

Inter-fund activity is reporied as reimbursementis or transfers. Reimbursements
are reported as inter-fund receivables and payables and are ellmlnated upon
consolidation. Transfers are eliminated upon consolidation.

NOTE 2--Stewardship, Compliance, and Accountability

The School District is required to adopt an annual budget before the beginning of
the fiscal year for the General Fund, Food Service Fund, and the Athietic Fund.
The accounting basis of the budgets is the modified accrual method. Following
are the procedures used in establishing the budgetary data reflected in the
financial statements:

1. The District's Superintendent submits to the Board of Education a
proposed budget by June 30 of each year. The budget includes proposed
- expenditures and the means to finance them:..
2. A pub!ic hearing is conducted to obtain taxpayer comments.

3. Any revisions that alter functional expenditure lines of any fund must be
approved by the Board of Educafion.

4. Budgeted amounts shown in the supplemental information reflect
amendments through June 30.

5. Budgets are adopted on a basis consistent with U.S. generally accepted
accounting principles.
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ARENAC EASTERN SCHOOL DISTRICT
NOTES TO THE FINANCIAL STATEMENTS

NOTE 2--Stewardship, Compliance, and Accountability {continued)

The budgetary comparison presents information by fund and function. The legal
level of budgetary control adopted by the goveming body (i.e., the level at which
‘expenditures may not legally exceed appropriations) is the function level. State
law requires the School District to have its budget in place by June 30.
Expenditures in excess of amounts budgeted are a violation of Michigan law.
State law permits districts to amend their budgets during the year. Budget
variances are illustrated in the required supplemental information.

NOTE 3--Deposits and Investmenis

The School District is authorized, by the State of Michigan, to depasit its funds in
banks, savings and loan associations, or credit unions having a principal office in
Michigan.

The District is also authorized to invest in the foliowing:

a. Direct bonds and obligations of the U.S. or agency or instrumentality,

b. CDs, savings accounts with banks, savings and loan associations, or
credit unions which are insured with the applicable federal agency,

c. Commercial paper — within three highest rate classifications by at least
fwo rating services, maturing not later than 270 days,

d. U.8. or agency repurchase agreements,

e. Banker's acceptance of U.S. banks,

f.  Mutual funds — investments which local unit can make directly.

All cash is held by federally insured financial institutions. The FDIC insures up fo
$100,000 in demand deposits; however, separately named accounis of a
governmental entity in a single financial institution may not necessarily be treated
as a separate deposit for the $100,000 limitation.

A summary of bank cash is as follows:

Uninsured

Cash Total insured Collateralized Uncollateralized
General Fund $ 669,764 $ 100,000 % - 8 569,764
Food Service 16,172 - - 16,172
Athletic 5,732 - - 5,732
Debt Service 55,933 - - 55,933
Capital Projects 22,475 - - 22,475
Agency 60,656 - - 60,656
Total $ 830,732 § 100,000 % - % 730,732

The investment policy of the District is to maximize the returns on the District’s
excess cash balances consistent with safety of those monies and with the
desired liquidity of the investments.
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ARENAC EASTERN SCHOOL DISTRICT
NOTES TO THE FINANCIAL STATEMENTS

NOTE 4--Capital Assets and Accumuiated Depreciation

Capital asset activity of the School District was as follows:

Balance Balance
July 1, 2006 Additions Disposals June 30, 2007
Capital assets subject
to depreciation
Land improvements 3 103,400 % - 8 $ 103,400
Buildings 4,627,375 19,156 4,646,531
Buses 305,196 - 305,196
Technology 404,039 - 404,039
Furniture and equipment 678,495 - 678,495
Total Capital Assets 6,118,505 19,156 6,137,661
Accumulated depreciation
Land improvements 89,205 - 4,645 93,850
Buildings 1,497,471 117,013 1,614,484
Buses 283,766 6,548 290,314
Technology 343,222 43,921 387,143
Furniture and equipment 563,333 32,775 506,108
Total Accumulated Depreciation 2,776,997 204,902 2,981,899
Total Net Capital Assets $ 3,341,508 § (185,746) § $ 3,155,762

Depreciation expense was not charged to activity as the District considers its

capital assets to impact multiple activities and allocation is not practical.
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ARENAC EASTERN SCHOOL DISTRICT
NOTES TO THE FINANCIAL STATEMENTS

NOTE 5--inter-fund — Receivabies, Pavables, and Transfers

The makeup of inter-fund balances and transfers is as follows:

QOutgoing Transfer
General Fund
Total

Due From
General Fund
General Fund

Total

$ 25,674
$ 25,674
$ 5,607

8,078
$ 14,585

Incoming Transfer

Athletic
Total

Due To
Athletic

Focd Service

Total

5 25,674
$ 25,674
$ - 5,607

8,978
$ 14,585

The transfer from the General Fund fo the Athletic fund was to subsidize the

Athletic Program.

NOTE 6--Long-Term Debt

The School District issues bonds, notes, and other contractual commitments to
provide for the acquisition and construction of major capital facilities and the
acquisition of certain equipment. General obligation bonds are direct obligations
and pledge the full faith and credit of the District. Other long-term debts inciude

compensated absences and retirement incentives.

Long-term debt activity is summarized as follows:

Governmental Activities
Durant Bonds
Compensated Absences
Building and Site Bonds
2004 Refunding Bonds
Retirement incentives
Retirement incentives 2006

Totals

Balance Balance Current

July 1, 20086 Additions Retirements  June 30, 2007 Portion
3 23,346 §$ - % - % 23346 % -
32,862 7,382 - 40,244 -
1,700,000 - 40,000 1,660,000 55,000
905,000 - 140,000 765,000 135,000
91,875 - 22,500 69,375 22,500
120,000 - 22,000 98,000 24,000
$ 2,873,083 § 7,382 § 224500 $ 26565965 $ 236,500
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ARENAC EASTERN SCHOOL DISTRICT
NOTES TO THE FINANCIAL STATEMENTS

NOTE 6--Long-Term Debt {(continued)

Annual debt service requirements to maturity for the above governmental bonds

are as follows:

For Year(s) Compensated Retirement

Ended June 30, Absences Incentives Principal Interest Total
2008 $ 40,244 $ 46,500 $ 190,000 $ 86,882 $ 276,882
2009 - 46,500 197,200 83,366 280,566
2010 - 46,500 202,305 78,418 280,724
2011 - 25,875 223,662 77,508 301,170
2012 - 2,000 217,529 66,387 283,916
2013-2017 - _ - 987,650 219,518 1,207,168
2018-2018 - - 430,000 29,132 450,132
Totals $ 40,244 $ 167,375 $ 2,448,346 $ 641,212 $ 3,089,558
Governmental Activities
General obligation bonds consist of the following:
2004 serial bonds due in annuat installments of $125,000 to
$140,000 through May 1, 2013; interest at 1.0% to 3.0% $ 765,000
2004 serial bonds due in annual installments of $30,000 to
$215,000 through May 1, 2019; interest at 2.20% to 4.55% 1,660,000
1998 serial bonds due in annual installments of $1,743 to
$4,053 through May 15, 2013; interest at 8.0% 23,346
Total Bonded Debt § 2,448,346

For the year ended June 30, 2007, the iofal interest paid on bonded debt was

$90,022.

NOTE 7—Durant Bonds

During 1998, the District elected to bond so they could receive half of its Durant
seftlement. This created a liability which will be reduced each year with an
annual state appropriation made for debt service on the bonds. The District has
pledged its right to receive these future appropriations as a condition of receiving
the bond proceeds. The annual State of Michigan appropriation is' the oniy
revenue source for making the annual debt service payment on the bonds. If the
Michigan legislature fails to appropriate the funds, the District is under no

obligation for payment.

25




ARENAC EASTERN SCHOOL DISTRICT
NOTES TO THE FINANCIAL STATEMENTS

NOTE 8--Risk Management

The School District is exposed to various risks of loss related to torts; theft of,
damage fo, and destruction of assets; error and omission; injuries to employees;

and natural disasters. The District has joined together with other school districts -

in Michigan to form SET-SEG, a public entity risk pool currently operating as a
common risk management and insurance program for member school districts.
The district pays an annual premium to SET-SEG for its property and liability
insurance coverage. The agreement for formation of SET-SEG provides that
SET-SEG will be self-sustaining through member premiums.

NQOTE 9--Pension Plan

The School District's defined benefit pension plan provides retirement, survivor
and disability benefits to its employees. The District participates in the Michigan
Public School Employees Retirement System (MPSERS), a cost sharing
multiple-employer, statewide plan governed by the State of Michigan. Benefit
provisions are established by state statute. The MPSERS issues a publicly
available financial report that includes financial statements and required
supplementary information. That report may be obtained by writing the MPSERS
Directors, PO Box 30673, Lansing, Michigan 48909 or by calling (517) 322-6235.

Funding Policy

The School District is required to contribute at an actuarially determined rate; the
rate at June 30, 2007 was 17.74% of covered payroll. Employees hired before
January 1, 1990 contribute 3.9% of their gross pay. Employees hired January 1,
1990 or later contribute between 3% and 4.3%.

The contribution requirements of plan members are established and may be
amended by the State of Michigan. The District's contributions to MPSERS for

the current year and the preceding two years were $282,947, $309,120, and .

$278,121, respectively.

NOTE 10--Reserved Fund Balance

The District has reserved the following amounts in fund balance:

Food Debt
Service Service Total
Reserved for debf retirement  § - $ 55,933 $ 55,033
Reserved for inventories 1,676 - 1,676
Total Reservations $ 1,576 $ 55,933 $ 57,509
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REQUIRED SUPPLEMENTAL INFORMATION

27




8¢

(ze£'6) $ 8YZ'8 $ S85'cl ¢ &ri'ol $ /6566 & /I1¥'6/9 ¢ 0zeess §  L19'65S  § JeaA Jo pusg - adueleq pun4
- zee'ol zze'ol ZZe'9) - FP0'GLS ¥P0'G28 ¥¥0'SLS Jge jo BujuuBeq - esueleg pund
(1e8'G) {r20'8) (1£2'2) {125'6) 1BS'GE eie'v0L 9/4°8 (Lzvy'sL) sainypusdxg JaAQ
senuaAsy Jo (Aousione() sseaxg
{z22'D) 996°122 - g6l'vZZ 690'0L2 {8g2'182) 18Z'v16'E Ov0'2ET'E vI62GL'E saunypuedxy |ejo)
- - - - {z6£'0) ¥19'Ge 90¥'Z¢ 90£Pe s19)suel) BuioBino
{002'9) o9¥0°'zs 908'85 908'8S - - - - SAIAHOE DBl
eeg'y 0z6'69) 18€'501 £9Z' 151 - - - - a0lAIEs pood
- - : - - £02 289'g ¥66'y LA BY0
- - , - - (or0'e) 091'9Z1 90Z'62) 664021 §80]AI8S UohEpodsuel} jidnd
- - - - (066'cE) 958'v1e obR'8pe 897'68¢ a0UBUSUIEW pUB uoRessdQ
- - - - (z61'2) 951'19 £56'69 £L0'FF ssaulsng
- - - - (518'2t) Zeo'orl 206'851 v/6°LLE uofensiulwpe |coYag
- - - - (2£5'6) PEG'GLL 1/0'68E L£8'60Z uofelsiujWpe [eJauss)
- - - - (00¥'22) 45 TANR 75985 Lig'ne 4els [euoponysu|
- - - - (1o0't) L +0's8 Zr0'98 cly'/8 lldnd
- gaoinag Loddng
- - - - (se2'62) ¥51'95¢ 689'GEY 89+'905 spasu pappy
- - - - (688°111) £91'019'L z50'zeL'L LOLLLS'L swelfoud oiseg
uonangsu|
salnypuadxy
(¥95'L) 268'¢le o5¥'1ee 67 70T (zo1'e61) $59'870'€ 918'0vZ'c 18¥'Zrl'e sanUaAdY [ejol
(z62'9} vi9'sz 99v°ze 90€'¥E (%) Le¥'6Y 98v'6v 880'2¢ J8y1o pue siejsuen Bujwooy
(zog's) 865'Z0L 006°€0) 00586 (og0'08) ZoL' Lyl 8gl'2ge L0¥'E6) |esopad
- 00.'8 0028 z50°. {z18°201) 682'GFS'E 909'259'2 6G6'¥29'2 elels
0ES $ 0Z6'9. $ o06g'9/ $  vE9Y9 $ oyz'L ¢ oZsele ¢ 98g'lle $ goo'zee % oo
anuaaey
asulelep fenoy Jebpng yebpng 20UBLIEA - |lenjoy 1ebpng yebpng
, [euld [euBug [euid reulbuo

{2n8|uly puUE 891A18G poo4) SpUNL enuaiey [Elbeds

pund jeJeuac

£00Z '0€ sunf papug JeaA sy} 1od
uosuedwo) Alejabpng
10MISI |00U2S WIB)SET DBUBIY




ADDITIONAL SUPPLEMENTAL INFORMATION

29




Arenac Eastern School District
Schedules of Qutstanding Bonded Indebtedness
June 30, 2007

. 2004 Issue $1,185,000 : : o . )
Interest Rate: 1.0to 3.0% Annual Semiannual Total

Year Ending Principal Interest Payment Fiscal Year

June 30, 1-May 1-Nov 1-May Reguirement
2008 $ 135,000 $ 9,505 $ 9,505 $ 154,010
2008 130,000 8,256 8,256 146,512
2010 130,000 6,859 6,859 143,718
2011 125,000 5,332 5,331 135,663
2012 125,000 3,675 3,675 132,350
2013 120,000 1,800 1,800 123,600
Totals $ 765,000 $ 35427 5 35,426 $ 835,853

2004 Issue $1,730,000 - :
Interest Rate: 2.20 to 4.55% Annual Semiannual Total

Year Ending Principal Interest Payment Fiscal Year

June 30, 1-May 1-Nov 1-May Requirement
2008 $ 55,000 $ 33,936 $ 33,936 $ 122,872
2009 65,000 33,139 33,139 131,278
2010 70,000 32,115 32,115 134,230

- 2011 85,000 30,925 30,925 146,850
2012 . 90,000 29,395 29,395 148,790
2013 105,000 27,708 27,708 160,416
2014 175,000 25,660 25,660 226,320
2015 185,000 22,116 22,116 229,232
2016 195,000 18,278 18,278 231,556
2017 205,000 14,134 14,134 233,268
2018 215,000 9,675 9,675 234,350
2019 215,000 4,891 4,891 224,782
Totals $ 1,660,000 $ 281,872 $ 281,972 $ 2,223,944
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1998 Issue (Durant) $39,539

Arenac Eastern School District
Schedules of Qutstanding Bonded Indebtedness
June 30, 2007

Semiannual

Interest Rata: 8.0% Annual Total
Year Ending Principal . Interest Payment Fiscal Year
June 30, 15-May 15-Nov 15-May Reguirement
2008 $ - $ - $ - $ -
2009 2,200 - 576 2,776
2010 2,305 - 471 2,776
2011 13,662 - 4,995 18,657
2012 2,529 - 247 2,776
2013 2,650 - 128 2,776
Totals $ 23,346 5 - % 6,415 $ 29,761
Total Bond Indebtedness $ 2,448,346 . § 317,399 $ 323,813 $ 3,089,558
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Arenac Eastern School District

Agency Funds

Schedule of Activity and Amount Due to Student Groups
For the Year Ended June 30, 2007

Activity Accounts

Annual
Athletics
Band
Baseball
Board of Education
Boy's Basketball
Cheerieaders
Class of 2004
Class of 2005
Class of 2006
Class of 2007
Class of 2008
Class of 2009
Class of 2010
Dance Club
Elementary Fundraising
Elementary Popcorn
Fines
Football

JV-V Girl's Basketball
JH Girl's Basketball
Juice Machine
National Honor Society
Petty Cash
Pizza Scholarship
Scholarship
Shop
Science Olympiad
Softball
Spanish Club
Speech/Drama
Student Assistance/Teen Institute
Student Coundil
Volleyball

Totals

Cash

Cash

Balance Cash Cash Balance
July 1, 2006 Receipts Disbursements June 30, 2007
$ 6,169 $ 9,802 $ 6,768 $ 9,303
(2,465) 2,551 43 43
- 8,210 4,884 3,326
152 926 1,078 -
(1) 1 - -
178 128 - 306
841 2,506 3,328 19
662 - 440 222
226 - - 226
735 - 735 -
2,784 18,175 20,921 38
2,189 4,510 3,622 3,177
- 1,128 423 705
- 628 434 104
136 - - 136
8,762 8,295 5,881 11,176
- 498 59 439
- 161 20 141
{256) 3,000 1,843 901
{27) 3,482 2,753 702
- 455 397 58
9,158 208 - 10,066
125 320 422 23
{1,083) 7,571 6,488 -
118 280 210 188
8,946 2,769 1,873 9,842
40 - - 40
- 6920 678 12
286 1,903 1,801 288
55 2,307 2,016 346
(313) 1,384 566 505
557 1,619 1,259 817
6,115 2,821 3,189 5,747
- 1,092 453 639
$ 44,089 $ 88,120 $ 72,584 $ 59,625
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REPORT ON INTERNAL CONTROL
OVER FINANCIAL REPORTING AND ON COMPLIANCE
AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL STATEMENTS
PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING
STANDARDS

November 9, 2007

To the Board of Education
Arenac Eastem School District
Twining, Michigan

We have audited the financial statements of the governmental acfivities of
Arenac Eastern School District as of and for the ysar ended June 30, 2007,
which comprise Arenac Eastern School District's basic financial staiements, and
have issued our report thereon daied November 9, 2007. We conducted our
audit in accordance with auditing standards generally accepted in the United
States of America and the standards applicable to financial audits contained in
Government Auditing Standards, issued by the Compitrolier General of the United
States.

internal Control Over Financial Reporting

in planning and performing our audit, we considered Arenac Eastern School
District's internal control over financial reporting as a basis for designing our
auditing procedures for the purpose of expressing our opinions on the financial
statements, but not for the purpose of expressing an opinion on the effectiveness
of Arenac Eastern School District's internal control over financial reporting.
Accordingly, we do not express an opinion on the effectiveness of Arenac
Eastern School District’s internal control over financial reporting.

Our consideration of internal control over financial reporting was for the limited
purpose described in the preceding paragraph and would not necessarily identify
all deficiencies in internal control over financial reporting that might be significant
deficiencies or material weaknesses. However, as discussed below, we
identified certain deficiencies in internal control over financial reporting that we -
consider to be sighificant deficiencies.

4855 State Street | P.O. Box 6457 | Saginaw, Michigan 486%| 989.790.3900 | Fax: 989.790.3155
526 West Genesee Street | Frankenmuth, Michigan 48734 | 989.652.6220 | Fax: 989.652.2245



To the Board of Education
Arenac Eastern School District
Page Two

A control deficiency exists when the design or operation of a control does not

allow management or employees, in the normal course of performing their
assigned functions, to prevent or detect misstatements on a timely basis. A
significant deficiency is a conirol deficiency, or combination of control
deficiencies, that adversely affects Arenac Eastern School District's ability to
initiate, authorize, record, process, or report financial data reliably in accordance
with generally accepted accounting principles such that there is more than a
remote likelihood that a misstatement of Arenac Eastern School District’'s

- financial statements that is more than inconsequential will not be prevented or

detected by Arenac Eastern School District's internal control. We consider the
following deficiencies to be significant deficiencies in internal control over
financial reporting.

We noted an absence of appropriate segregation of duties consistent with
appropriate control objectives.

A material weakness is a significant deficiency, or combination of significant
deficiencies, that results in more than a remote likelihood that a material
misstatement of the financial statements will not be prevented or detected by
Arenac Eastern School District’s internal control.

Qur consideration of internal control over financial reporting was for the limited
purpose described in the first paragraph of this section and would not necessarily
identify all deficiencies in internal control over financial reporting that might be
significant deficiencies and, accordingly, would not necessarily disclose all
significant deficiencies that are also considered to be material weaknesses.
However, we believe that none of the significant deficiencies described above is
a material weakness.

Compliance

As part of obtaining reasonable assurance about whether Arenac Eastern School
District's financial statements are free of material misstatement, we performed
tests of its compliance with certain provisions of laws, regulations, contracts, and
grant agreements, noncompliance with which could have a direct and material
effect on the determination of financial statement amounts. However, providing
an opinion on compliance with those provisions was not an objective of our audit,
and accordingly, we do not express such an opinion. The results of our tests
disclosed no instances of noncompliance or other matters that are required to be
reported under Government Auditing Standards.
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To the Board of Education
Arenac Easiem School District
Page Three

This report is intended solely for the information and use of management and the
Board of Education and is not infended and should not be used by anyone other
than these specified parties.

LLwapnen, Dorvergens, Delioumens 8 e £L

Certified Public Accountants
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